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LIBERIA: KEY ECONOMIC INDICATORS 
(One Liberian dollar equals one U.S. dollar) 


CY CY 
National Accounts (Money Economy) 2 ez? 
GDP at current market prices million 632 706 
GDP at 1971 factor prices $ million 358 354 
Population million ds a 
GDP per capita, current prices dollars 393 425 
Consumer price index (Sept-Nov 1964 = 100) Zen. 238. 


Government Finance 

Budget revenues million 
Current budget expenditures million 
Development budget million 
External debt outstanding? million 
Debt servicing (FYs) million 
Debt service: as % of revenue percent 


Monetary Sector 

Foreign assets (net) million 

Domestic credit million 
Claims on government million 
Claims on private sector million 

Deposit money (end of year) million 

Quasimoney (end of year) million 


Foreign Trade 
Exports, f.0.b. $ million 


Iron Ore $ million 
million long tons 
Rubber $ million 
million lbs 
Diamonds $ million 
thousand carats 
Lumber and logs $ million 
million board ft. 
Coffee $ million 
million lbs. 
Imports, c.i.f. $ million 
Trade balance $ million 
Exports to United States $ million 
U.S. share of exports percent 
Imports from United States $ million 
U.S. share of imports percent 
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a/ End of year. b/ Midyear. 





SUMMARY 


During 1978 the economy did not grow at all in real terms, a repetition of the 
disappointing outcome in 1977. The main reason for stagnation was the continu- 
ing recession in the world steel industry, which reduced the demand for and 
price of iron ore. The outlook for 1979 is similar, though as the recession 
evidently bottomed out in early 1978 it ought to be a slightly better year. 
The budget for FY 1978/79 is in deficit by $139 million, and although 
domestic revenues have increased, expenditures have gone up even faster. 

The government is experiencing a serious liquidity squeeze, but should 

be able to overcome its difficulties. Liberia has had considerable 

success in raising loans on concessional terms, and expects to cover 

the deficit through this and other borrowing. During FY 1979/80 the 

budget deficit should decline. After having its first trade deficit 

in 25 years, Liberia rebounded to a position of small surplus in 1978 
(exports of $486 million, imports of $481 million), despite the 

unfavorable conditions in the iron ore market. Earnings from rubber, 
diamonds, and lumber and logs all increased substantially. The United 
States had a modest surplus in bilateral trade with Liberia, though 

its share of the Liberian market slipped below 25 percent. Again in 

1978 there were no major investments. In May 1979 the government 

released a report which it had commissioned to look into the reasons 
underlying the investment pause and make recommendations. Implementation 


of its proposals would have a beneficial impact on the investment 
climate. 


Overall Economic Performance 


During 1978 and early 1979 the economy continued to be strongly influenced by 
the recession in the world steel industry, which depressed the demand for and 
price of iron ore. The latter's dominant position in gross domestic product, 
exports, and employment makes the economic health of Liberia dependent to an 
uncomfortable degree on a single commodity. However, the low point of the 
recession appears to have been passed in Liberia in early 1978, and a modest 
upturn has been observable since then. Gross domestic product (at current 
market prices, excluding the subsistence sector) grew by only 5.3 percent in 
1978, from $706 million to $744 million; in constant prices it grew not at all. 
With an average population of 1,720,000 in 1978, and adding a factor for the 
value of the subsistence economy, annual GDP per capita will have approximated 
$525 in 1978. 


The organization of African Unity (OAU) conference held in Monrovia in 
July 1979 is an important event in Liberia's history, and it is having 

a significant economic effect. Expenditures for the Conference represent 
a temporary departure from the historical pattern of conservative 
financial management. Nevertheless, Liberia should be able to absorb 
these extraordinary expenses for a time without risking serious 

problems. 


The even tenor of life in Liberia was disturbed by serious rioting which 0C- 
curred in Monrovia on April 14-15, 1979, and caused about $60 million worth 
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of business losses, of which somewhat less than half was insured and recover- 
able. The proximate cause of the riot was a proposal (since abandoned) for a 
large increase in the fixed selling price of the staple commodity, rice; while 
it was ignited by inept handling of a demonstration against this proposal. 

The more fundamental causes are those.common to developing countries every- 
where, among them: rising expectations fueled by economic advances, the ben- 
efits of which have been unevenly distributed; internal migration to Monrovia 
which has outpaced the growth in the supply of housing and jobs; and the 
personal frustrations of semiliteracy in the job market. 


What is remarkable in the long term is not the fact that the tensions 
emerged in Liberia, but that they took so long to do so. If the 
government properly interprets the principal causes of the events 

and takes the appropriate corrective actions, the Easter riot should 
not represent any more than a transitory, serious disturbance. 


Government Finance 


The increase in revenue collections in the last few years has been impressive, 
rising from $125 million in 1975 to an anticipated $201 million in Fy 1978/79. 
Satisfactory as this is, however, the increase has been outstripped by the 
growth in expenditure. In 1975 the total of recurrent, development, and extra- 
budgetary expenditure was $135 million, and the budget was then still in approx- 
imate balance. This ceased to be the case after the inauguration of the first 
development plan in mid-1976. In FY 1978/79 total expenditures are forecast 

to reach $340 million. The difference between revenue and expenditure is 
bridged by the anticipated receipt of $139 million in foreign loans and grants. 


While there are questions of attribution, it would not be far wrong to ascribe 
about $100 million (most of it spent during FY 1978/79) to the costs of hosting 
the OAU Conference. By comparison with expenditures by previous host countries 
this is not excessive. The amount of budgetary borrowing is larger than 
Liberia bargained for when it offered to host the Conference, owing to the 
untimely slump in the steel industry. There is ample evidence of a severe 1li- 
quidity squeeze this year, but the fiscal situation should improve in 1980. 


As from March 1979 the International Monetary Fund (IMF) granted Liberia a 
one-year standby arrangement in the first credit tranche, giving Liberia access 
to $11.8 million in drawings which it may utilize without further IMF review. 
For its part the government subscribed to certain terms desired by the IMF as 

a condition for the facility, particularly a reduction in development expend- 
itures, and agreed to consult on appropriate further measures if desired by 

the IMF. Liberia has every incentive to ccoperate as it is also pursuing the 
possibility of drawings from the IMF's Compensatory Financing Facility and 
Extended Fund Facility. 


Development Plan, External Assistance and Foreign Debt 


The four-year development plan (July 1976-June 1980) has as its focus reducing 
Liberia's dependence on iron ore through expanding agricultural production. 
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The original plan provided for expenditures of $415 million. This was revised 
upward in March 1978 to $585 million to take account of the effects of infla- 
tion and the decision to host the OAU Summit Conference. Continuing escala- 
tion had by 1979 raised the estimated cost of planned projects to $633 million. 


The government has stepped up efforts to raise loans and grants from abroad, 
and has been quite successful in doing so. During 1978 concessional loans 
from bilateral and multilateral aid donors totalling nearly $150 million were 
Signed (three times the amount in the previous year) as well as a $60 million 
Eurodollar loan (of which half was renegotiated and half new money). Liberia 
also received about $22 million in technical assistance and grants that year. 
In addition to loans on concessional terms an undetermined amount of loans on 
commercial terms was taken. 


Concern has been expressed about the debt burden and the impact of debt servic- 
ing on government revenues. The government budgeted $42 million for this pur- 
pose in FY 1978/79, practically all of it for the external debt. The sum for 
the succeeding year will be still larger. These relatively high figures--20-25 
percent of government revenues--have been pushed up by short-term borrowing 
associated with the OAU Conference. 


By comparison with other developing countries, Liberia is still relatively under- 
borrowed. At mid-1978 the external public debt disbursed and outstanding to- 
taled $237 million; undrawn commitments would double this figure. Most of 

this had been extended on concessional terms; only $59 million represented 

loans by private financial institutions and suppliers' credits. 


The term structure of the debt is relatively favorable: $31 million 
will mature during the next 5 years, $93 million during years 6 and 10, 
while $124 million will mature after 20 years or more. Without denying 
the liquidity squeeze in 1979, the outlook is for a gradual reduction 
in debt servicing charges as a perceri of government revenues. 


Foreign Trade 


In 1977, Liberia had its first deficit on merchandise account in 

25 years, a small one of $16 million, due to a steep decline in earnings 
from iron ore exports. While iron ore earnings did not recover in 

1978, the merchandise account returned to a position of small surplus: 
exports totaled $486 million, while imports were $481 million. Other 
commodities -- rubber, diamonds, lumber and logs -- picked up the 

slack. Coffee export earnings declined from the record level reached 

in 1977, but at $25 million, remained well above the normal of previous 
years. 


At $274 million, earnings from exports of iron ore remained at the same dollar 
figure as in 1977, while slipping to only 56.4 percent of total export earnings. 
The amount of ore shipped increased from 18.0 to 20.7 million metric tons, indi- 
cating a further weaking in prices. The unit price per metric ton declined to 
$13.24 from $16.15 in 1977. 
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Imports rose only modestly to $481 million despite increased buying for the 
OAU Conference. The resumption of operations at the refinery in August 1978 
allowed the country to switch back to importing crude oil instead of refined 
products, except occasionally to supplement local output. 


The continuing recession in the world steel industry casts a shadow over the 
prospects for increasing exports in the coming year. Informed opinion does 
not expect a significant change in the market before 1981 at the earliest, 
which will mean a minimum of four years of depressed earnings from Liberia's 
premier export. Nevertheless, the excellent prospects for rubber as well as 
the remaining commodities of secondary and tertiary importance encourage the 
government to believe that exports will grow at a moderate rate in the next 
few years. Rubber output continues to be constrained by the difficulty in 
finding tappers in this relatively underpopulated country. 


Foreign Investment 


As the economy has grown during the 1970s, increasing complexity has encouraged 
a further development of light industry. An aluminum roofing plant was opened 
in October 1978 and a steel culvert plant in January 1979. A printing plant 

is to open in June 1979. These and similar ventures have emerged logically 
from the current stage of development and are certain to be followed by others 
as conditions warrant. Their effect on overall employment is, however, small, 
and their capitalization limited; and only occasionally is foreign investment 

a factor. 


The picture is less satisfactory as regards large-scale investment. There has 
been no major foreign investment in Liberia for over five years, and several 
significant disinvestments. A number of investment disputes had contributed 
to a deterioration in the investment outlook. In an effort to determine why 
the government's proinvestment stance was not yielding results, President 
Tolbert appointed a commission headed by a prominent businessman to invest- 
igate the situation and make recommendations. The commission's report was 
submitted in April 1978 and eventually released to the public a year later. 

It proved to be critical of government practices and called for sweeping 
changes. 


The report suggested improved tax concessions for businesses, an_ end to 
excessive bureaucratic interference with business operations, relaxation or 
elimination of government controls on work, residence and exit permits for 
foreigners, and a more positive attitude by government toward business gen- 
erally and foreign investors specifically. The release of the commission's 
report is seen as a sign that the government intends to take action on at 
least some of these recommendations. 


The government is committed to a policy of Liberianizing positions for which 
qualified Liberians are available. In the past this has led to difficulties 
for expatriates in securing work permits; some companies continue to have 
problems, while others report none. A more flexible and sophisticated ap- 
proach to Liberianization could increase business confidence and facilitate 
the transfer of technical skills. This would be welcomed by foreign 
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investors, while still yielding advantages to Liberia as well. 


IMPLICATIONS FOR THE UNITED STATES 


Liberia offers some important advantages for potential U.S. investors: the 
use of the dollar as national currency, the absence of controls on capital 
movements, traditional close ties with the United States, political stability, 
and a free market. These have to be set against disadvantages such as the 
small size of the domestic market, inadequate infrastructure, and lack of 
basic labor skills. In part as a result of these advantages and in part by 
default, Liberia has emerged as the most favorable English-speaking country 
in West Africa from which to operate regionally. 


Liberia and Sierra Leone have implemented a customs union called. the Mano 
River Union. Under its provisions all tariffs have been harmonized except 
for a short list of under forty items which is gradually being whittled down. 
The sixteen-nation Economic Community of West African States, which has as 
one goal the establishment by 1990 of a customs union embracing all of West 
Africa,. remains as yet an aspiration. 


Under the impact of the prolonged recession in the world steel industry, 
American interest in further iron mining ventures in Liberia (the Wologisi 
and Bie Mountain projects) has waned. The Japanese still show interest in 
the Wologisi project, and feasibility studies are continuing. American in- 
vestors show a continuing interest in gold, diamond, and uranium mining 
ventures, and are actively prospecting a number of concessions. 


The United States is Liberia's biggest trading partner with a trade balance 
moderately in the United States' favor. U.S..exports to Liberia have stag- 
nated during the last two years at the $120 million level, as the U.S. share 
of the Liberian market slipped to just below 25 percent in 1978. This con- 
tinues a decline observed during recent years. As a result of currency 
fluctuations,U.S. prices have become competitive on an f.o.b./f.a.s. basis, 
but higher shipping costs from the United States tend to erode the gain. 


Nevertheless there are a number of reasons for believing that the declining 
U.S. share of the market may be reversed. The increased cost of European 

and Japanese goods, resulting mainly from the rise in the exchange rates 

of these currencies, has begun to affect importers' decisions. In addition, 
American brand name acceptance remains good, while the Liberian market is 
gradually growing in size and sophistication. Best prospects for U.S. sales 
include motor vehicles, building construction materials, airconditioning 
equipment, basic sgricultural machinery and implements, water pumps, agricul- 
tural chemicals, logging equipment, and sawmilling and wood processing 
machinery. 


The value of Liberia's exports to the United States has been growing gradually 
and now exceeds $100 million annually. The United States will continue as 
Liberia's principal market for rubber latex and crepe (comprising over 50 
percent of Liberia's exports to the United States); iron ore, shrimp, coffee 
and cocoa beans are also important. 
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